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Family  food  costs  represent  a  record  low  proportion  of  urban 
family  income.    this  reflects  mainly  the  rapid  increase  of  incomes 
due  to  war  activity,  and  relatively  low  marketing  charges  are  a 
contributing  factor. 


Table  1..     Nonfarm  family  income  and  cost  of  family  food  purchases,  1913  -  1942 
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Comparisons  In  this  table  are  very  rough  estimates  which  refer  to  the  typical  work- 
ingman's  family  of  4.9  persons  representing  the  average  obtained  in  the  1918-19  Cost 
of  Living  Survey  of  the  U.  S.  Bureau  of  Labor  Statistics.    The  survey  averages  were 
$1,513  for  family  income  and  $548  for  total  food  expenditure,  and  it  was  assumed  that 
these  represented  the  calendar  year  1918. 

The  series  of  fanily  income  estimates  was  obtained  by  applying  to  the  $1,513  in  1918 
changes  in  per  capita  nonagricultural  income  payments  to  individuals.    The  series  of 
family  cost  of  all  goods  was  obtained  by  applying  to  the  $548  cost  in  1918  changes  in 
the  index  of  retail  food  prices  as  computed  by  U.  S.  Bureau  of  Labor  Statistics.  The 
cost  of  58  foods  is  from  table  1  of  this  report.    These  series  should  be  interpreted 
with  care.    Both  the  cost  of  all  foods  and  the  cost  of  58  foods  refer  to  fixed 
quantities  of  each  food  as  purchased  in  1918.    Under  circumstances  of  changing  income 
and  changing  food  prices  a  typical  family  would  alter  quantities  purchased  and  alter 
the  food  outlay.    The  comparisons  do  show  the  costs  at  which  a  family  could  purchase 
identical  quantities  of  foods  and  what  share  of  income  this  would  require  in  each  year. 
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General  Summary 


Adjustments  in  agricultural  production  to  meet  wartime  needs  took  place 
soon  after  the  outbreak  of  war.      Despite  the  cut  ting-off  of  many  foreign  markets, 
however,  -the  -  market  ing  and  transportation  systems  continued  to  operate  without 
much- change, ■ at  least  until  the  advent  of  price  ceilings  last  spring.  Although 
the.  effects-  of  the  war  on  marketing  and  transportation  w  ere  delayed,  they  may  in 
time  be  even  greater  than  the  impact  on  production.    Conditions  are  now  developing 
hich  indicate  that  many  drastic  adjustments  in  marketing  and  transportation 
facilities  and  methods  are  inevitable. 

'The  livestock  marketing  and  transportation  system  must  be  adjusted  to  a 
volume  of  operations  never  before  achieved,  with  the  critical  period  coming  in 
lykjt-M-k  when  marketings  are  expected  to  reach  a  wartime  peak  and  truck  transporta- 
tion facilities  will  have  been  depleted.    Many  important  adjustments  also  are 
called  for  in  the  livestock  and  meat  trades,  as  a  result  of  the  diversion  of  cer- 
ain  livestock  products  from  civilian  to  war  uses  and  the  imposition  of  price 
eilings.  •  - 

A  shortage  of  materials  and  tin  cans,  together 'wi  ch  price  ceilings  and 
other  developments,  promises  to  effect  a  virtual  revolution  in  fruit  and  vegetable 
arkeoing  conditions.    The  large-scale  substitution  of  domestic  for  imported  fats 
nd  oils  has  created  many  problems,  since  processing,  storage  and  transportation 
facilities  are  not  well  adapted  to  handle  the  enormous  crops  of  oilseeds  now  being 
grown  domestically.   •  :Dairy  and  poultry  marketing  are  vitally  affected  by  the 
shifting  needs  for-' the  several  finished  products,  ;and  by  the  prospective  critical 
situation  in  trucks  transportation,  which  plays  such  an  important  part  in  the 
marketing  of  these  as... well  as  other  farm  products. 

'The  advent  of  price  controls,  which  are  likely  to  become  more  rather  than 
ess  complicated  as  the  war  progresses,  and  the  imminence  of  food  rationing  with 
respect  to  commodities  which  may  have  been  considered  ■  surpluses  not  long  ago, 
further  complicate  the  marketing  situation. 

We  are  approaching  the  limits  of  our  capacity  to  expand  the  transportation 
system  as  a  whole.    In  addition,  .-the  efficiency  of  the  agricultural  trucking 
system  may  decline  at  a  greatly  accelerated  rate,  at  the  very  time  that  our  rail- 
way transportation  system  will  find,  it  .'most  difficult  to  take  on  new  burdens. 

Thus  far  during  the  war  the  marketing. and  transportation  system  has  done  a 
good  job  in  meeting  increased  requirements,  while  at  the  same  time  r  educing  the 
over-all  per/unit  charges  for  its  services,  although  freight  rates  have  increased. 
The  big  increase  in  consumer  expenditures  for  foods  has  be  en  .'passed  back  in  full 
to  the  farmers  in  the  form  of  higher  prices.    But  an  upward  trend  of  wage  rates 
and  other  costs  in  marketing  and  transportation  industries  points  to  an  early 


reversal  of.  the  downward  trend  of  marketing  margins  which  has  "been  in  effect  in 
recent  years.    If  margins  should  be  forced  upward  as  much  as  certain  possibilitiei 
indicate,  the  repercussions  on  farm  prices  and  income,  as  well  as  on  price 
ceilings  and  marketing  practices,  would  be  far  reaching. 

This  general  outlook  for  marketing  and  transportation  in  19^3  a^d  as  long 
as  the  war  lasts,  points  to  the'  need  for  vigorous  action  by  producers,  middlemen, 
consumers  and  Government  agencies  in  order  to  anticipate  bottlenecks  before  they 
arise  and  bring  about  their  solution. 

THE  TRANSPOBTAT ION  OUTLOOK  FOR  I9U3 

Measured  in  ton  miles  and  passenger  miles  the  volume  of  rail  traffic  in 
19^2  will  probably  exceed  that  in  19^1  by  the  following  percentages:    30  percent 
for  freight  traffic  and  50  percent  for  passenger  traffic.    There  is  every  indi- 
cation that  the  volume  will  continue  to  rise  in  19^3  tot  'that  the  rate  of  in- 
crease will  not  be  as  great  as  in  19^-2.     Industrial  production  is  expected  to 
increase  further,  and  troop  movements  will  also  increase  in  19^3»    As  the  use  of 
motor  cars  declines  because  of  gasoline  and  rubber  tire  shortages,  the  difficulty 
of  obtaining  replacement  parts,  and  the  loss  of  workers  to  the  military  forces 
and  to  competing  industries,  additional  freight  and  passenger  traffic  will  be 
diverted  to  the  railroads.       The  railroads  are  also  certain  to  have  to  carry 
unaccustomed  loads  shifted  from  the  water  carriers,  such  as  the  oil  shipments  to 
the  eastern  States,  the  coal  movements  into  New  England,  and  grain  movements 
from  the  head  of  the  Great  Lakes  into  the  East.    Balanced  against  these  increases 
will  be  the  decline  of  production  and  hence  of  transportation  requirements  for 
civilian  goods.    However,  the  net  change  will  be  an  increase  in  traffic  amounting 
to  perhaps  as  much  as  15  percent  more  in  19^3  than  in  19^2.  Agricultural 
traffic  is  expected  to  be  somewhat  larger  on  the  average  in  19^3  than  in  19^2. 

Many  uncertainties  are  involved  in  making  this  prediction  of  the  volume  of 
traffic  the  railroads  will  have  to  carry  in  19^3 •     A  zoning  or  certificate 
system  which  will  deprive  sellers  of  distant  markets  and  cut  down  ton  miles  may 
be  used.     The  production  of  civilian  goods  may  be  concentrated  in  such  a  way 
as  to  minimize  the  demands  upon  the  transportation  system.     Production  in  the 
war  plants  may  be  rearranged  with  an  eye  to  lessening  the  volume  of  traffic. 
Also,  many  goods  have  moved  to  their  destination  and  need  not  be  replaced  in  the 
future.    This  category  includes  capital  goods,  lend-lease  materials,  and  building 
materials.    Passenger  car' traffic  may  also  level  off  in  19*+3»    ^!he  armed  forces 
will  doubtless  increase  their  personnel,  but  at  the  same  time  increasing  numbers 
will  be  stationed  abroad,  thus  offering  no  demand  for  rail  service  at  home. 
Possibly  aircraft  will  be  used  to  carry  an  increasing  number  of  passengers, 
especially  Government  officials  and  military  personnel.  ...... 

A  tight  car  and  locomotive, situation 

The  prospects,  for  moving  all. of  this  larger  traffic  in  19^3  are  not  brigh 
Already  the  railroads  are 'feeling  the  strain,  although- they  have  thus  far  succes 
fully  handled  the  great  increase  in  traffic  which  has  developed  in  the  past  3 
years.    The  number  of  cars  and  locomotives,  however,  has  remained  practically 
stationary,  and  there  is  very  little  likelihood  that  steel  and  other  necessary 
materials  can  be  made  available  for  new  construction.    The  carriers  are  even 
experiencing  difficulty  in  securing  sufficient  materials  to  repair  and  maintain 
existing  rolling  stock  and  equipment.    As  cars  and  locomotives  wear  out  and  have 
to  be  retired  from  service,  the  odds  are  g)od  that  the  total  supply  will  be  less 
in  I9U3  than  in  19^2. 
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While  the  car  supply  situation  is  tight,  the  locomotive  outlook  is  even 
more  unsatisfactory.    1/    The  number  of  stored  serviceable  locomotives  has  already 
reached  a  record 'low  level,  and  assistance i from  this  source  is  not  to  he  expected. 
A  similar  reduction  in  the  number  of  unserviceable  locomotives  capable  of  repair 
has  also  occurred.    As  traffic  rises  toward  the  October  peak, this  year,  the  small 
surplus  of  serviceable 'locomotives  which  existed;in  August  will  probably  entirely 
disappear.  '  The- situation  will  become  worse  as  peak  traffic  conditions  are  -  .  - 
encountered  in  the  fall  of  19^3  •  . 

A  partial  solution  of  the  tight  locomotive  supply,  situation  would.be  to 
use  the  existing; -motive  power  more  efficiently.    By  loading  cars  and  trains  to 
capacity  whenever  possible  and  by  routing  traffic  over  the  most  direct  lines, ; 
it  would  be  possible  to  increase,  the  number  :  of  tons  hauled  per  locomotive  mile.  ; 
Steps  should  .also  be  taken  to  increase  the  number  of  miles  traveled  each  day. by- 
freight  locomotives.    Some  railroads  obtain  much  greater  mileage  per -day  from  -. 
their  locomotives  than  others  do.  and  this .  is  only,  partly  attributable  to  the 
nature  of  the  traffic  burden.    One  way  to  bring  about  better  use  of  locomotives 
would  be  to  redistribute  the  motive  power  (or  traffic)  among  the  several  rail- 
roads.   Another  way  would  be  to  adopt  on  all  railroads  the  operating'  practices 
of  those  railroads  which  excel  in  locomotive  performance.    Perhaps  some  redistri- 
bution of  t  echnicaT  personnel  would  be  helpful.  A  contribution  has  been 
made  by  the  suspension  of  State  laws  limiting  the  length  of  freight  trains. 

The  freight  car  supply  seems  adequate  to  handle  the  prospective  volume  cf 
traffic  this  autumn.    The  greatest  present  tightness  is  in  open-top  cars,  which 
are  not  important  in  the  hauling  of  farm  products.    If  difficulties  in  the  move- 
ment of  farm  products  should  occur  in  the  v/eeks  immediately  ahead,  they  will 
probably  materialize  because  the  burden  of  the  citrus  fruit  traffic  proves  to 
be  toe  great  for  the  refrigerated  car  supply.    The  situation  in  19^3  will 
generally -be  less  favorable  than  at  this  time,  and  agricultural  traffic  will 
have  to  share  locomotives  and  cars  (except  highly  specialized  equipment)  with 
other  kinds  of  traffic* 

If  shortages  should  materialize  in  the  period  ahead  in  spite  of  all 
efforts  to  utilize  cars  and  locomotives  fully,  shippers  and  travelers  should  be 
prepared  for  a  system  of  priorities  which  might  bar  certain  traffic  from  the 
railroads  altogether.    Where  commodities  can  be  shipped  at  off-peak  periods  in- 
stead of  on-peak,  this  should  be  done  to  free  equipment  for  more  important 
traffic  or  for  shipments  that  cannot  be  moved  up  or  retarded  because  of  perish- 
ability. 

Motor  transportation 

In  common  with  the  railroads,  the  motor  carriers  have  hauled  a  steadily 
increasing  volume  of  freight  and  passenger  traffic  since. the  outbreak  of  war  in 
1939*    Many-  trucks,  perhaps  a  majority  of  them,  are.  already,  operating  at  or  , 
beyond  their"  rated  capacities.    Others  could  be  operated- more  efficiently  if. : 
they  were  properly  loaded  and    coordinated,  among  themselves  .and  with  the  rail-, 
roads,    ^et  the  prospects  for  expansion  in  the  volume  of  motor  traffic  are 
definitely  not  favorable-.    In  fact ,  the  chances  are  good  that  motor  carriers  will 
not  be  able  to  haul  as  much  traffic,  in  19^3  as  in  19^-2.    While  tires,  gasoline* 


1/  The  discussion  of  the  locomotive  situation  which  follows  is  based  upon  a 
report  entitled:  .  "Railroad.  Motive  Power  Supply  and  Utilization, "  September 
1^,  1-9^2,  prepared  by  Brnest  w\;  Williams,  Jr.',  Economist.,  .National  ..Pas>..urces 
Planning  Board.    ;;;  -■  •      ■         ..  . 
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and  replacement  parts  will  probably  "be  made1  available  to  common-carrier  tracks 
and  busses,  and  also  to  contract  carriers,  providing  they  are  carrying  high-  . 
priority  traffic,  strict  rationing  of  tires  and  gasoline  is  certain  to  be  applied 
on  a  nation-wide  basis  to  private  passenger  cars,  merchant  trucks;  and  farm 
trucks.    These  private  motor  carriers  have  heretofore  performed  a  major  proportion 
of  total  motor  transportation,  not  only  in  local  or  terminal  areas  but  over  the 
road  as  well. 

As  the  situation  tightens,  the  effects  of  shortages  upon  the  volume  of 
traffic  Will  depend  upon  the  answers  to  three  questions;    How  much  decline  will 
occur  in  total  motor  capacity?    How  much  of  their  former  load  will  be  diverted 
to  the  railroads?     How  much  of  their  traffic  will  go  out  of  existence?    We  can 
be  sure  that  there  will  be  some  reduction  of  carrying  capacity,    some  diversion 
of  traffic  to  the  railroads,  and  some  destruction  of  traffic.    But  we  cannot 
begin  to  estimate  these  r eductions  quantitatively  until  policies  toward  gasoline, 
tire,  and  equipment  rationing  are  finally  determined  and  applied, 

Farm  trucks  in  19^3 

-  Farmers  will  have  great  difficulty . next  year  in  maintaining  and  operating 
their  trucks  (more  than  one  million  vehicles)  at  previous  levels  of  efficiency. 
Farm  trucks  are  generally  older  than  commercial  truck^and  will  be  in  greater  neoc 
of  parts,  repairs,  and  tires.    A  considerable  proportion  of  farm  trucks  may  have 
■to  cease  operation  altogether  by  the  end  of  19^3-    This  will  throw  an  added 
burden  on  other  farm  trucks  and  on  f or-hire  trucks,  as  well  as  on  the  railroads. 

Under  the  circumstances,  steps-  should  be  taken  at  once  to  coordinate  the 
movement  of  agricultural  products,  particularly  the  movement  of  livestock  and 
fresh  fruits  and  vegetables.    Cross-hauling  of  farm  products  should  be  minimized 
and  the  present  excessive  long-distance  hauling  of  farm  products  .by  trucks  shoul 
be  greatly  reluced.       Some  existing  State  laws  regulating  trucks  will  heed  to 
be  suspended.,  and  reciprocity  privileges  promoted,    (It  is  reported  that  despite 
paper  agreements  between  some  States  on  these  points,  truck  operators  have  been 
fined  by  local  authorities  for  violations  of  these  old  regulations.)  Cooperation 
of .  farmers  using  privately-owned  trucks/nay  have  to  be  more  actively  promoted, 
possibly  under  Government  supervision.     Farm  trucks  returning  from  markets 
should  bend. every  effort  to  secure  return  loads  through  pooling  arrangements  with 
other  farmers  or  carriers.    It  may  be  necessary  to  accomplish  this  result  by 
compelling  farmers  to  lease  their  trucks  on  return  trips.    Even  on  farm-to-market 
trips,  farm  trucks  may  be  pooled  for  use  by  all  farmers  in  the  community. 

Bates  and  charges- 

Bail road  revenues  and  profits  have  increased  with  the  expansion  of  traffi 
but  the  rate  of  growth  and  even  'total,  net  earnings  were  threatened  in  19^-1  by 
rising  costs  and  particularly  by  the" demands  of  the  r  ail  unions  for  drastic 
increases  in  wages.-  .  The  demands  were  'finally  compromised  late  in  19^1  at  an 
-estimated  annual  increase  in  cost  of  about  300  million  dollars.    The  railroads 
•immediately  requested  an  increase  of .10  percent  in  "freight  and  passenger  rates, 
but  received  6  percent  on  industrial  traffic  and  3  percent  on  agricultural 
commodities.    However,  they  were  allowed  the  10  percent  increase  in  passenger 
rates,  which  together  y/ith  the  lesser  freight  rate  advances,  largely  offset  the 
added  costs  involved  in  the  wage,  increases  . -  - In  view-  of  the  .  recent  price  and  wage 
stabilizing  policy'  adopted  by  the  Government-,  further  significant  increases  in 
rail  costs  will  probably  not  develop  and  horizontal  percentage. r ate  increases 
will  not  be  necessary. 
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Motor  carrier  costs-  and  rates  have  also  risen  in  recent  months.;  This 
trend  may  he  arrested, .  unless  increased-  working  lienors  and  overtime  pay  resulting 
from  reduced  highway  speeds  and  general'  increases  in  rates  of  pay  for  trucking 
labor  to  keep  it  from  going-  into  war  industries  should,  become  necessary.  .  Truck 
operating  costs  are  a  very  high  proportion  of  their  total  costs  and  any  set  of 
economic  conditions  which  increases,  .such  costs  soon,  necessitates  revisions  of 
rates  on  most  classes  of  traffic.;. :- In  this-  respect the-  motor pcarriers  differ 
from  the  railroads, '  whose  operating' costs  are  a  much  smaller  percentage  of  total 
costs  than  are  the  motor  operating;  costs.  -..The  railroads  are  accordingly  in  a 
better  position  than  the  motor  carriers  to  avoid  or  at  least  delay  .rate  increases 
when  their  variable  costs  go  up.   .  ...  '. ;     .    .  , 

Refrigerator  car  supply  in  relation  to  requirements   -  :  . 



The  refrigerator  car  supply  should  be  adequate  to-  handle  the.  prospective 
volume  of  traffic  this  f all,  and, .'winter,  unless  thepropcrtion  of.  perishable  foods 
shipped  fresh  rather  than  processed,  or  the  proportion  shipped.' by  rail  instead 
of  by  truck,  is  materially,  increased.    The  decisions  which  will  determine  these 
"if's"    have  not  yet  been  made,  but  the  possibility  is  that 'there  will  be  an 
acute- shortage  of  refrigerator  cars  to  handle  a  greatly  augmented  movement  of 
citrus  fruit  and  other  perishable  pioducts  formerly  marketed  in  processed  form. 

The  possibility  of  a  refrigerator  car  shortage  during  lykj-UM-  ..is  stronger. 
Even  with  maximum  loading  of  cars  and  prompt  loading  and  unloading  the  re'firgera- 
tor  car  system  in  1942-^3  is  in  a  .position  to  handle  only  the  amount  of  increase 
in  volume  resulting  from  increased,  production  of  meats,  potatoes,  and  citrus: 
fruits.      Considering  the  traffic  already  in  view,  any  pians  which  would  increase 
the  burden  on  refrigerator  cars  and  locomotives,  such  as  the  diversion  of  large 
volumes  of  fruits  and  vegetables  from  canned  to-  fresh  use,  must  be  carefully 
laid  if  they  are  not  to  fail  because  of  the  shortage  of  refrigerated  transporta- 
tion facilities.  ■  ..  .  .  ■  •  •  . 

Livestock  transportation        t  tVA  : . -.  ' 

Transportation  facilities  for  moving  livestock  to  be  marketed  in  the  fall 
and  winter  of  19^'3-*+3  apparently  will  be  adequate.    But  with  livestock  trucks 
wearing  out,  locomotive  shortages  promising  to  create  a  bottleneck  in  rail 
transportation,  and  even  larger  livestock  marketing  in  1^+3"^  than  this  ..winter, 
the  situation  next  ye^r-^il^L  -fy§„.a^p$...:i  '  '%•■>-.  :1 

The  aggregate  t.i^^o^^jipn  lp&4.  f p£-  ;^7!&stoc^,^il/j|e  heavie  st  ih' 
October  when  cattle  and  sheep  are. to  be  moved  from. western  ranges  in  relatively 
large  numbers,,  .  The  transportation  load  .for.  livestock  in  October  1^42  is 
estimated  to  be  about-  12  percent  greater  than -in,  October .  IQ^-l ,  and  for  the  3~ 
month  period  from  November  to  January,  about  Ij  percent  'greater. 

The  trucks  .available  for  transporting  livestock  to  market  this  fall  and 
winter  pill  be  able  to  handle  at  least.  20  percent  more  volume  than  they  handled 
a  year  earlier  according  to  estimates  made  by  members  of  the  Corn  Belt  livestock 
Marketing  Research  Committee  in  a  number  of  the  Corn  Belt  States.    This  increase, 
it  is  assumed,  will  result  from  more  efficient  pick-rup  service  and  the  loading 
of  trucks  more  nearly  to  capacity,  allowance  being  made  for  a  reduction  of  5 
percent  in  the  number  of  livestock  trucks  to  be  operated. 


In  general ,  the.  locomotive,  shortage  is  less  acute  in  the  livestock  pro- 
ducing regions 'than  in  the  industrial  areas.    The  available  rail  stock  cars  if 
fully  ut  ili  zed  can .  handle. .  at  least  181  percent  more  1 i vest  ock  in  Oct  oher  ,52 
percent ^ more.;. in  November ,;'  -  79  percent  more  in  December,  and  83  percent  more  in 
January  than  they  handled  in  the  corresponding  months  of  19^1-^2.. 

Even  though,  transportation  facilities  for  moving  livestock  are  expected 't 
be  adequate  this  fall  and'  winter,  it  is  important  that  they  be  used  as  efficient 
ly  as  possible    in  order  to  conserve  trucks  for  next  year.     Livestock  trucks 
can  be.  conserved  by  any  of  the  following  methods:    (l)  Enforcing  a  more  efficien" 
pick-up  service  in  the  country  so  as  to  require  less  travel  to  complete  loads; 
(2)  minimizing  cross-hauling;    (3)  using  small  trucks  for  assembling  livestock 
from  farms  for  delivery  to  appropriate  points,,  where  transfer  is  made  to  larger 
trucks  or  railroads  for  transportation  to  markets;'    (k)  limiting  pick-up  service 
in  a  community  to  one  or:  a  few  days  per  week;    (5)  establishing  truck  associations 
,:  in  communities  where  they  can  transport  livestock  more  economically' than  private 
truckers;  (6)  avoiding  unnecessary  inter-market  movements  of  livestock,  and 
(7)  insuring  capacity  loads  for  livestock  trucks  and  return  loads  from  market. 
If  the  transportation  situation  becomes  critical,  the  zoning  of  territory  may  be 
necessary  despite  the  difficulties  involved. 

THE  OUTLOOK  FOR  MARK-STING-  FACILITIES  AND  METHODS  IN  I9U3 

Livestock  marketing 

.  .The  past  year  gave  rise  to  many  difficult  problems  in  livestock  and  meat 
marketing,  with  indications  that  they  will  continue  in  even  more  critical  form  i 

19^3.  :  '?  ;  -  ..::?ff|I 

-        v  Following  the  imposition  of  price  ceilings  on  hog  products  in  March,  the 
spread  between  the  value  of  hog  products  and  the  price  of  live  hogs  declined 
greatly.    According  to  the  series  compiled  by  the  Department  of  Agriculture, 
the  spread  at  Chicago  fell  from  a  high  of  $1.20  in  the  first  week  of  March  to  a 
low  of  27  cents  in  the  week  ended  August  15.    The  large  cut-out  loss  on  hogs  . 
threatened  to  close  some  packinghouses.  .     .  .  1; 

This  "squeeze''    on  hog  packers  resulted  from  extreme  competition  among 
packers  for  a  supply. of  hogs  limited  in  relation  to  domestic,  military,  and 
lend-lease  requirements.    There  have  "been  other  periods  in  which  such  competition 
for  short  supplies  prevailed,  yet  no  such  cut-out  losses  were  experienced.  The 
reasons  for  the  recent  difficulties  evidently  were  closely  related  to  the  price 
ceilings  on. hog  products.     In  times  of  reduced  hog  marketings,  the  packers 
ordinarily  attempted  to  obtain  enough  hogs  to  satisfy  their  customers 1  require- 
ments by  bidding  up  the  price  of  hogs. .  The  price  of  meat  would  rise,  producing 
a  "squeeze"  on.  many  packers,  but  in  the  form  of  reduced,  volume  of  business  and 
higher  per-unit  operating  costs.    With  price  ceilings  on  hog  products,  however, 
the  squeeze  took. a  different  form:    A.  rise  in  the  price  of  hogs,  with  no  corres- 
ponding rise  of;  porkj  prices<    It  was  made  all  the  moire  ',  severe  by  Various  inequal- 
ities, in  the  competitive  situation  of  the  different  groups,  of  packers  stemming 
from  other  war-time  programs.-  The  advantages  enjoyed  by  some.. packer  groups 
permitted  them  to  pay  -prices  for  hogs  which,  competing- groups  could  not  meet 
without  prohibitive  losses.      ,   ■  .  .  ."  '..!"".' 

The  situation  was  particularly  severe  for  the  smaller  and  eastern  packers 
for  several  reasons:    (l)  The  period  (March)  on  which  ceiling  prices  for  pork 
were  based  was  one  in  which  the  price  differential  on  dressed  pork  "between  West 


and  -East  was  seasonally  narrow;    (2)  some  of  the  national  packers  were  said  to 
have  based  their  price  ceilings  on  list  prices  not  as  representative  of  March 
selling  prices  as  the  ceiling  prices  .of  many  of  the  smaller  and  eastern  packers 
who  claim  to  operate  more  nearly  on  a  one-price  basis;     (3)  the  national  packers 
were  said  to  be  able  to  shift  sales  to  markets  in  which  ceiling  prices  were 
highest;    (k)  not  haying  as  large  inventory  profits  on  products  processed  last 
winter  as  did  some  of  the  larger  national  packers,  the  smaller  packers  cculd  not- 
offset  losses  on  their  current  slaughtering  operations  with  profits  on  sales  from 
inventory;    (5)  the  larger  federally- inspected  packers  generally  had  a  bigger 
share  of  the  relatively  profitable  lend-lease  business,  and  by  adding  this  to 
their  regular  domestic  trade,  were,  sometimes  able  to  reduce  per-unit  cost  of 
operation  materially. 

<A  closely  related  problem  was  the  "meat  shortage"  which  received  much 
public  attention  during  the  summer.    Actually,  about  a  normal  volume  of  meat  for 
the  season  of  the  year  was  moving  into  domestic  consuming  channels.    But  the 
Varying  price  ceilings  on  meats  in  the    several  markets  caused  the  partial 
diversion  of  supplies  from  those  with  lower  ceiling  prices  to  those  with  higher 
ceilings,  thus  creating  acute  shortages  in   markets  unfavorably  situated  in  these 
and  other  respects.    Moreover,  the  rise  in  consumer  income  generated  by  the  war- 
time industrial  activity  caused  consumers  all  over  the  country  to  demand  larger 
than  usual  quantities  of  meat  at  the  ceiling  prices.    Ordinarily,  retail  meat 
prices  would  have  risen  enough  to  offset  the  increase  in  income,  thus  "equating" 
the  effective  demand  with  the  available  supply.    In  the  absence  of  these  price 
adjustments,  the  supply  of  some  kinds  of  meat  in  some  areas  was  not  sufficient 
to.  go  around. 

The  new  pork  price  ceilings  which  the  Office  of  Price  Administration  has 
announced  will  be  instituted  this  fall  are  designed  to  eliminate  many  of  the  in- 
equities which  contributed  so  greatly  to  the  squeeze  on  certain  groups  of  packers 
and  to  the  regional  pork  shortages.    In  response  to  the  demands  of  packers  for 
action  to  eliminate  the  squeeze,  the  Office  of  Price  Administration  also  has 
announced  that  it  is  considering  the  inauguration  of  ceiling  prices  on  live  animals 

Fundament  ally,  all  these  marketing  problems  stem  from  the  fact  that  the 
demand  for  meats  has  increased  faster  than  the  supply  of  meats  left  available 
for  civilian  consumption  after  deducting  lend-lease  and  military  requirements. 
Because  the  large  seasonal  increase  in  meat  supplies  this  winter  will  provide 
only  temporary  relief,  the  situation  will  become  critical  again.     -best  long-run 
solution  to  the  problem  wouldbe  rationing  of  meats  for  civilian  consumption. 
Thereby  the  effective  demand  for  meats  would  be  brought  into  line  with  the  supply 
available  for  civilians,  thus  reducing  the  pressure  on  distributors  and  packers. 
Meat  supplies  would  then  be,  distributed  more  equitably  among. all  communities  and 
families,  and  packers  would  not  be  compelled  to  bid  up  the  price  of  hogs  unduly 
in  attempting  to  satisfy  the  requirements  of  their  trade.      Eationing  also  would 
make  possible  the  orderly  diversion  of  meats  to  military  and  lend-lease  uses. 
But  because  rationing  of  meats  is  too  complicated  a  process  to  be  inaugurated 
immediately,  the  allocation  of  meat,  supplies,- to:  different  groups  of  buyers  will 
be  used  in  the  meantime  to  accomplish  some  of ■ these. objectives. 

All  of  these  developments  have  a  direct  bearing  upon  the  outlook  for  live- 
stock and  meat  marketing  in  19^3*    ^e  prospects  are  that  solutions  will  be  found 
for  most  of  the  problems  which  have  been  outlined  above.    The  big  problem  will 
then  be  one  of  handling  the  increased  volume  of  livestock  marketings  so  as  to 
obtain,  maximum  output  of  meats  and  other  livestock  products.  '  With  the  production 
of  livestock,  particularly  hogs,  already  at  record  levels,  there  has  been  some 


quest  ion. -regarding  the  ability  of  processing- facilities,  to-handlethe  peak  move- 
ment of  hogs  this  winter.     Available  data  indicate.. that  there  will  be  no  over- 
all shortage  of  .processing  facilities  in  19^2-^3';    The  critical  element  in  the 
situation  is  not  killing  facilities,  which  are.. fully  adequate,  but  chilling  and 
storage  facilities  for  meat.    The  margin  of .  safety  is  not  large  in  some  areas,  and 
it  may  be  best  to  be  prepared  for  an  emergency  in  case  it  develops.         :  -  ■ 

...The  following  contingencies  are:  to  be  guarded  against:    (l)  Congestion  at 
individual  slaughter  points  or  terminal  markets,  : which. would  contribute  to  cross- 
hauling,  marketing  at  undesirable:  weights,  increased  shrinkage  and  other  '.;  I 
inefficiencies,  as  well  as  to  consumer  dissatisfaction;    (2)  undue  seasonal  de- 
pression of  hog  prices  arising  from  such  congestion  and  from  the  fact  that  packers 
may  be  able  to  get    all  the  hogs  they  need  for  efficient  operation  without  paying 
a   price  fully  commensurate  with  the  over-all  supply  and  demand  situation;  and 

marketing  of  hogs,  at  too  light  .weight Sj  which  might  occur  as  a r  esult  of 
producers'  attempts  to  avoid  certain  price  developments  including  a  possible  market 
penalty  on  heavy  hogs  later  in _t he  season.     .  . 

One  of. the  proposals  designed  to  avoid  these  difficulties  calls  for: -A 
permit  system  under  which  individual  producers  could  market  hogs  only  at  a 
specific  time' for  which  a  permit  had  been  obtained  either  from  commission  firms . 
operating  ..at ,  the  public  stockyards  and  packing  plants  buying  direct,  or  from 
marketing' committees  workin&  in  the  areas  of  production.    Other  proposals  are.for 
control  of  loadings  in   the  country  by  livestock  transportation  agencies;  purchases 
by  a  Government  agency  of  live  hogs  at  any  point  marked  by  serious  congestion,  for 
shipment  to  other  points  where  there  is  excess  capacity;  and  support  of  the  price 
of  hogs,  particularly  heavy  hogs,  preferably  during  a  period  following  the  heavy 
movement  in  December  and  January.     This  would  encourage  the  holding  of  hcgs  for 
feeding  to  heavier  weights,  and  discourage  panicky  marketing  at  unduly  low  prices 
in  mid- winter. 

Regardless  of  what  is  done  to  handle  the  peak  movement  in  19*+2-U3,  there, 
will  be  an  even  heavier  movement  in  19^3-^  if  •livestock  production  goals  for 
next  year  are  realized.    Somemeans  of  insuring  an  orderly  market  movement  may  be 
necessary.'    One  way  to  accomplish  this  would  be  to  encourage  a  more  even  seasonal 
distribution   of  marketings  by  a  rearrangement  of  breeding  operations  for  the 
spring  crop,  by  feeding  schedules  better  adapted  to  marketing. requirements,  and; 
by  control  of  market  .price  changes  so  as  to  insure  producers  against  penalty  for 
marketing  their  hogs  at  such  time  as  will  result  in  production  of  maximum  quanti- 
ties .of  pork  and  lard  without  congestion  of  marketing  and  transportation  facili- 
ties.- .     .  L 

Fats  and  oils   

..   Many  problems  of  .transportation,  processing  and  storage  are  expected  to 
develop  in  the  fats  and  oils  situation,  particularly  with  respect  to  oils  crushed 
from  vegetable  oilseeds.     We  have  long  been  net  exporters  of  lard  andnet  import- 
ers of  vegetable  oilseeds .and  vegetable  oils.    Until  the  comparatively  recent 
development  of  the  domestic  soybean  industry  and  the  still  later  expansion  of 
the  crushing  of  peanuts  for  oil,  cottonseed  and  some  flaxseed  were  the  only 
domestic  oilseeds  produced  in- suffl.  cient  quantities  to  be  'of  any  considerable 
commercial  importance. 

In  consequence,  the. oilseed  crushing  plants  are  located  principally  on. 
both  coasts, .  in.  the  cotton  South,  and  in  proximity  to  some  large  consuming  . 
centers,  although  some  .crushing  capacity  exi-etis  in  the  older  soybean  and  flaxse« 


producing  regions.     The  increased  "'production  of  soybeans  required  to  offset 
the  loss  of  imports  of  foreign  oilseeds  and  the  reduction  in •. production  of 
cottonseed  has  taken  place  mostly  in  regions  not  equipped  to  crush  the  "beans 
locally.     The  shortage  of  critical  materials  has  made  it  inadvisable  to  construct 
new  mills  located  in  the  seed'  and 'bean  producing  regions  when  there  is  available 
crushing  capacity  elsewhere  -  in ' the  country. 

The  solution  to  the  problem  of  crushing  consists  of  moving  the  boons  and 
, seeds  to  the  mills,  or 'of  moving -the  mills  to  the  source  of  production.  While 
technically  feasible,   the  .latter  plan  is  .practicable  under  war-time  conditions 
only  to  the  limited  extent- that  additional  presses  or  mills  con  "be  installed  in 
existing  plants.  • 

Movement  of  the  beans  and' seeds  to  places  with,  available  crushing  capacity 
cannot  be-  considered  opart  from  the  question  of  movement  and  storage  of  the 
finished  products.      Movement  to  the  Pacific  Coast  should  be  confined  to  the 
amount  of  oil  and  meal  that  can  be  consumed  locally,  if  the  long  haul  back  which 
wastes  both  money  and' transportation  facilities  is  to  be  avoided.     The  same 
objection  applies  to  movement  into  the  South,  but  with  less  force  because  the 
distonces  involved  are  shorter.     If  movement  is  to  the  South,   advantage  should  be 
taken  of  the  Federal  barge  lines  on  the  Mississippi  system.     Traffic  on  these 
lines  is  nov;  running  about  87  percent  northbound  and  only  13  percent  southbound. 

If  beans  or  seeds  are  moved  to  a  plant  which  has  crushing  facilities  only, 
the  problem  arises  of  providing  tank  cars  for  movement  of  the  crude  oil  to  points 
of  further  processing.     Since  tank  cars  are  scarcest  relative  to  needs  of  -any 
.type  of  railroad  car,  prudent  use  of  our  resources  would  indicate  that  crushing 
be  done  either  in  or  near  plants  manufacturing  shortening  and  margarine,  which  can 
be  transported  North  and  Hast  in  refrigerator  cars  or.,  in  boxcars  if  the  products 
are  sufficiently  hydrogenated.  .  ... 

.  Storage  must  be  considered  from  several  angles,,  particularly  as  W.P.  B. 
order  Ho.  M-71  (.September  22,  1942)  limiting  the  use  of  fats  and  oils  by  manu- 
facturers contemplates  the  building-up  of  a  stock  pile  ..for  future  needs.  Tank 
storage  is  limited.     And  construction  of  now  tanks  at  strategic  points  is 
practically  out  of  the  question  in  that  it  involves  the,  use  of  considerable 
amounts  of  steel  plates. 

This  raises  the  question  of  the  keeping  qualities  of  the  various  oilseeds 
at  various  stages  in  their  processing.     Cottonseed  is  most  perishable  as  seed, 
will  keep  only  reasonably  well  as  crude  oil.,  and  will  keep.-.. indefinitely  as 
refined  oil  or,  in  finished  products.     Soybeans  will  keep  indefinitely  at  13  per- 
cent moisture  content,,. .and .can  stand,  occasional  moisture  op  t^  18  percent  without 
going'  out  of  .condition.*    As  oil,  soybeans  keep  better  in  the  crude  than  in  the 
refined  state.    Peonnts,  in  their  raw  state  will  keep  well  under  any  ordinary 
conditi.ons  .of  storage-,,     The  oil  keeps  best  in  the  refined  state. 

These  considerations'  may  lead  tn  the  conclusion  that  cottonseed  should  be 
crushed  first,  and.  that  Soybeans  should  be  'stored  as  beans-  in  the  North  Central 
region  to  the  extent  that  storage 'capacity ' is'  available  on  farms  or  in  elevators. 
Peanuts,  being  already  located  in  the  South,  can" be  crushed. as  desired. 

There  is  every  reason  to  believe  that  the  many  problems  involved  in  the 
handling  of  oil  crops  can  be  solved  without  'undue,  use  of  critical  material's  and 
transportation  facilities  if  the  whole  movement  is  carefully,  "planned. 
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Changes  in  fruit  and  vegetable  marketing 

War  is  bringing  important  changes  in  the  marketing  of  fruits  and  vegetables, 
with  the  prospective  impact  greatest  in  1943  when  the  major  adjustments  will  have 

to  be  made,.  ••••  .  -  ;   -  ■•'  3 

Chief  among  the  conditions  necessitating  these  adjustments  is  the  shortage 
of  materials  for  making  cans,  which  threatens  to  reduce  greatly  the  volume  of 
fruits  and  vegetables  to  be  canned  in  1943.     In  addition,  military  and  lend-lease 
requirements  for  canned  goods  will  absorb  a  large  part  of  the  available  supply  of 
some  canned  products,  as  well  as  of  dried  fruits.     Canned  production  normally 
constitutes  about  16  percent  of  total  production  of  fruits  and  33 -percent  of  veg- 
etables.    This  percentage  varies  greatly  for  different  items,  and  severe  curtail- 
ment of  canning  would  necessarily  revolutionize  the  marketing  of  some  commodities! 
Because  of  lack  of  facilities  for  marketing  their  products,  some  producers  may 
find  that  their  entire  market  has  disappeared.      Many  middlemen  handling  these 
products  will  face  drastic  readjustments  of  their  operation.     Consumers  will  have 
to  be  supplied  in  other  ways  with  the'  vitamins  and  other  food  elements  ordinarily 
obtained  from  ..canned  fruits'  and  vegetables. 

Two  things  can  be  done  to  make  up  for  the  shortage  of  canned  fruits  and 
vegetables:     (1)  increased  reliance  can  be  placed  on  other  forms  of  processing, 
principally  packing  in  glass  and  freezing;    (2)  a  larger  proportion  of  total 
production  may  be  marketed  fresh.     Increased  production  of  dehydrated  fruits  and 
vegetables  will  go  almost  entirely  into  non-civilian  uses. 

According  to  present  indications,  only  a  relatively  small  part  of  the  total 
production  of  fruits  and  vegetables  formerly  canned  Will  be  put  up  in  glass,  due 
to  the  short  supplies  of  rubber  allocated  to  the  glass  container  industry  for 
capping  the  glass  jars.  Efforts  to  find  a  plastic  substitute  for  rubber  for  this 
purpose  thus:  far  have  been  unsuccessful.  And,  despite  large  percentage  increase' 
in  recent  years,  the  total  volume  of  fruits  and  vegetables  processed  by  freezing 
is  relatively  email.  Due  to  limitations  of  critical  materials,  the  processing 
and.  distributing  facilities  for  handling  frozen  fruits  and  vegetables  in  orthodo 
ways  probably  cannot  be  expanded  much  further  during  the  war.  An  alternative  is 
to  use  the  facilities  of  the  ice  cream  industry,  formerly  only  partly  utilized 
during  the  winter  season,  for  distributing  frozen  fruits  and  vegetables.  Hesearch 
is  now  being  conducted  to  determine  the  extent  to  which  such  a  shift  might  be  made. 

Any  very  large  increase  in  the  volume  of  marketings  of  fresh  fruits  and 
vegetables  would  depend  on  the  following  conditions:     (l)  the  adequacy  of  rail  and 
truck  transportation  facilities  to  handle  the  movement  from  producing  to  consumin" 
areas;     (2)  the  extent  to  which  production  might  be  shifted  from  areas  distant 
frora  markets  to  nearby  sections;     (3)  the  availability  of  adequate  cold  storage 
facilities;  and    (4)  the  ability  of  distributing  facilities  in  consuming  markets 
to  handle  the  increased  volume,  particularly  the  dispersion  from. larger  markets 
to  small  towns  and  cities  which  in  the  past  have  depended  more  upon  locally  grown 
products  in  season  and  upon  canned  g^ods  at  other  times  of  the  year.     This  problem 
is  made  more  difficult  by  the  restrictions  on  truck  transportation  facilities 
which  serve  these  smaller  markets. 

Thus  far  price  controls  have  barely  touched  fresh  fruits  and  vegetables. 
The  problem  is  much  more  complicated  than  it  is  for  most  other  commodities, 
because  of  the  wide  variety  of  products  and  qualities,  the  element  of  perishability 
and  the  extremely  seasonal  nature  of  production  and  consumption.    Price  ceilings 
on  fresh  fruits  and  vegetables  would  necessarily  affect  methods  of  marketing  in 
many  important  ways.     They  might  necessitate  extensive  rearrangements  of  selling 
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territories,  and  would  certainly  bring  important  changes  in  sales  and  traffic 
movement  and  ;in  the  character  of  operations  of  fruit  and  vegetable  handlers 
everywhere.  . 

Other  commodities 

Although  wartime  changes  in  marketing  methods  will  be  less  radical  for 
most  other  commodities  than  for  those  discussed  above,  many  minor  adjustments 
will  have  to  be  made  in  1943. 

In  the  effort  to.  conserve  space  in  shipments  for  lend-lease  and  military 
purposes,,  a  greatly  increased  percentage  of  total  egg  production  now  is  being 
.dried.     Egg  drying  plants  .now  in  operation  have  a  capacity  of  about  315  million 
pounds  per  year  based  on  300  days  operation  of  20  'to  22  hours  per  day.  The 
prospects  are  that  roughly. a  third  more  eggs  will  be  dried  next  year,  as  materials 
have  been  allocated  for  expanding  drying  facilities  by  another  110  million  pounds. 
Egg  marketings  in  the  coming  year  will  increase  in  most  States.    Further  material 
increases  are  likely  in  the  Sourthern  States  where  marketing  facilities  were  over- 
taxed last  spring.     This  may  necessitate  continuation  or  expansion  of  special 
marketing  programs  in  that  area. 

Sales  of  chickens  by  farmers  in  the  United  States  for  1942  as  a  whole 
will  be  16  to  18  percent  larger  than  in  1941.     Since  farm  marketings  during  the 
summer  were  smaller  than  last  year,  much  of  the  increased  supply  will  be  marketed 
in  the  last  quarter..     In  the  midwest,  where  marketings  for  the  year  will  be  more 
than  25  percent  larger  than  last  year,  receipts  of  live  poultry  at  primary 
markets  have  been  averaging  more  than  50  percent  larger  than  last  year.     In  some 
sections  of  this  region,  packing' facilities  may  be  overtaxed  this  fall  and  next 
year,  particularly  if  marketings  should  be  concentrated  unduly.     This  presents 
two  problems:     (l)  avoiding  undue  price  declines  because  of  temporary  market 
gluts;  and  (2)  promoting  more  efficient  use  of  marketing  facilities  by  spreading 
marketings  more  evenly. 

The  principal  programs  in  connection  with  dairy  products  center  around 
the  need  for  obtaining  greater  production  of  dried  milk,  cheese,  butter,  and 
fluid  milk  in  defense  areas.     The  big  problems  are  how  to  obtain  the  requisite 
total  volume/of  milk  production,  and  how  to  divert  this  production  in  the  proper 
proportions  to  the  various  processed  dairy  products.     The  latter  problem  involves 
considerations  of  price  supports  and  other  possible  subsidies,  price  ceilings 
and  possible  rationing  of  dairy  products,  and  other  controls  designed  to  make  the 
total  supply  .go  around.     One  possible  solution  would  be  to  require  a  small 
reduction  in  the  butterfat  content  of  ice  cream  and  fluid  milk,  and  prohibit  the 
sale  of  certain  products  such  as  whipping  cream,  thereby  diverting  butterfat  into 
butter  and  releasing  enough  of  the  total  milk  production  for  the  required 
additional  production . of  other  dairy  products.     This  would  involve  widespread 
adjustments  by, dairy  marketing  organizations. 

In  the  hard  red  winter  wheat  area,  wheat  and  other  small  grains  have 
found  storage  in  terminal  and  country  elevators  and  on  farms.    At  the  present 
time  very  little  wheat  still  remains  on  the  ground  for  lack  of  storage  space  as 
was  the  case  during  July. and  August,     In  the  spring  wheat  area,  producers  have 
used  great  ingenuity  in  making  space  available  on  farms  to  care  for  this  year's 
crop.     However,  producers  in  this  area  have  been  handicapped  some  by  excessive- 
rains  and  more  recently  by  snow  that  has  fallen  since  crops  were  ready  for  . 
harvest.    As  a  result,  much  grain  still  remains  in  the  fields..'  While  it  is? 
expected  that  farmers  again  this  year  will  plant  within  the  wheat  acreage  allot- 
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soil  and  ^moisture  Conditions  are  very  good i    .Because  this  will  probably, 
result  in  another  better  than  average  yield  in  1943  and  because  there  is  an  all-  I 
time  record  carryover,   the  outlook  is  for  a  storage  problem  by  the  middle  of  1943 

even  more  severe  than  that  of  this  year. 

Emergency  food  distribution  .  . 

The  possibility  of  air  attacks  on  our  large  coastal  cities  gives  tfise  to 
questions  about  emergency  food  distribution  facilities.     Extensive  plans  have  been 
made  in  some  cities  for  the  care  and  feeding  of  the.  population  in  the  event  of 
disaster,  but  the  plans  in  general  have  gone  only  to  the  point  of  requisitioning 
supplies  from  the  usual  sources.  It  is  important  to  note-  that  these  sources  would 
be  greatly  disrupted  in  case  of  emergency  by  military  uses,  of  transportation  • 
routes,  and  possibly  by  the  .destruction  of  regular  marketing  facilities., 


'1TH3  OUTLOOK  TOR  MARKETING-  MARGINS 
.  A1;D  COSTS'  FOR  FARM  ■PRODUCTS  --p 


Developments,  into  1942  , 


From  1937,  through  1941,  -  marketing  .charges  for  a  family  .f  ood  basket  declined 
from  193  dollars  to  178  dollars. ; .  •  Uo  trend was,  apparent  throughout  1941.  During 
the  first:  6 ;  months  of  1942;,  j  the  margin  rose  to  194:  dollars  •  in-  .June ,  but  has  since 
declined  to  186. In  August-,-  and  189  in- September.    .The.;, Sept  ember  margin  was  about 
1  percent-:  below- the;,  pre-war  ,( 1935-39 )  average,  whe-reas  the  cost  of  foods  to 
consumers  was;  up4  22 percent -■and  payments  to  farmers,  for  equivalent  quantities  of 
farm  products-,  were  ■  up  53-.. percent, >■. ,  Considering  the  pre-war.  level  of  margins  and  I 
prices  and .• the ■  higher ■ general; level  of  prices ;  now  prevailing,  it  appears  that  a 
normal  level  for  the  current  food  marketing  margin  would.,  be  about  205  dollars, 
instead  of  189  dollars. 


The  shrinkage  in  charges -for  marketing  food .products:  during  the  past 
several  years  has  taken  place  in  the.  face  of ■ sharply  increased- hourly  earnings 
of  labor,   indicating:  advances  in.. the  efficiency  of  labor  use  greater  than  in  vt 
rates.  ...    -  -  ',' 

One  factor,  responsible  for  this  increased, efficiency  has  been  the 
tremendous  growth  of  supermarkets,  one  of  .  the- most .  efficient  forms  of  retailing. 
Another  factor  may  have  been  the  prevalence  of  subnormal . returns  to  agencies 
engaged  in  food  marketing.  -  Still  another  factor  may  have-  been  the  influence  of 
large  military  and  lend-lease  requirements  for  foods,  which  have  added  to  the 
volume  of  business  of  food  handling  establishments  below  the  retail  and  wholesale 
levels,  thereby  lowering  per-unit  costs  of.  operation;     Parts  of  the  marketing 
system  which  long  have  suffered  from  excess  capacity  have  been  operated  at  much 
higher  . rates  of  output  because -of  these- war-induced  increases  in  business  and  the 
record  high  production,  of  many  farm; products.  •  ..     x  .- 

Total  charges: -for  marketing  cotton  products  from  the  producer-  to  the-  citjfj 
consumer  rose  very  little  from  the  beginning  of  the... war  into  1941.     They  have 
since  advanced  in  line  with,  the  higher  prices  of  cotton. products. at  retail.  In 
August  this  year,,  marketing,  charges  ■  for  ; a  group  of  .42. -Items  of  cotton  clothing 
and  household  textiles  purchased. :by-a  -typical  family  amounted  to  28  dollars. 
This  was  31  percent  -above  ■  the  pre-war.  ( 1935-39)  average  of  -  22  dollars.  Compare' 
to  pre-war  levels,  costs  of  cotton  items  to  consumers  at  retail  were  up  35  per- 
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cent,  whereas  payments  to  farmers  for  lint  cotton  were  up  82.  percent.     ihe  rise 
in  cotton  margins  in  1941  and  in  the  first  part  of  1942  reflected  a  bulge  in  mill 
margins  early  In  1941  when  productive  capacity  he gan  to  he  taxed,  and  a  late£ 
increase  in  margins  taken  by  other  agencies  between  producer  and  consumer.  The 
latter  reflected  the  gradual  elimination  of  inventory  profits  which  had  permit ued 
agencies  heyond  the  mills.,  to  continue  operating  for  some-- time  without  raising 
prices  for  new  goods  in  line  with  replacement  costs.    An  analysis  of  cost  factors 
in  relation  to  mill  margins  indicates  that  mill' costs  now  have  risen  m  line  wi.h 
the  preceding  rise  in  mill  margins. 

Mill  margins  for  processing  a  representative  list  of  wool  worsted  piece 
eoods  did  not  rise  as  rapidly  throughout  1941  as  mill  margins  for  cotton  products. 
.Such. margins  in  October  1941  were  at  levels  equal  to  those  prevailing  during  the 
first  quarter  of  1938.     Margins  rose  shaprly  to -April  1942,  however,  and  like 
cotton  mill  margins,  appeared  abnormally  high  in  relation- to  price  levels. 

Labor  costs  make  up  between  a  third  and  a  half  of  total  costs  of  marketing 
farm  products.    Over  a  period  of  several -years'  labor  efficiency  has  advanced  more 
rapidly  than  hourly  earnings  of  labor  so  that  labor  costs  per  unit  of  product  have 
declined.'    There  is  evidence  that  this  trend  has  been  retarded  and  in  some  cases 
reversed  during  the  past  year;  due  largely  to  the  loss' of  skilled  and  efficient 
labor  to  war  industries  and  the  military  forces.     The  War  Labor  Board  recently 
announced  a  policy' of  approving  increases  in  basic  wage  rates  equivalent  to  the 
rise  in  cost  of  living' aboVe  the  level  of  January  1941.     Hourly  earnings  m 
transportation,  wholesaling,  and  retailing  have  lagged  behind  the  rise  in  cost  of, 
living  over  January  1941,  although  increases  in  hourly  earnings  in  processing 
industries  have  exceeded  the  rise  in  cost  of  living.     In  food  marketing  as  a 
whole,  wage  rates  probably  would  have  to  advance  about  3  percent  to  equal  the 
rise  in  the  cost  of  living  over  January  1941.     This  Would  amount  to  an  increase 
of  from  1  to  2  percent  in  food  marketing  costs. 

The  outlook  for  1942-43 

An  appreciable  increase  in  marketing  margins  for  fond  products  has  occurred 
in  the  last  few  months.    Although  this  may  have  been  partly  seasonal  in  character, 
there  are  indications  that  this  trend  may  continue  at  least  into  the  urst  part 
of  1943.    Among  the  factors  pointing  in  this  direction  are:'    (1)  the  possibility 
that  many  super-markets  may  be. forced  out  of  business  or  have  their  volume, 
reduced  because  of  the  automobile  situation;  (2)  the  fact  that  wage  rates  m  food 
marketing  have  not  advanced  as  fast  as  in  manufacturing ■ industries ,  with  further 
rises  likely-:  to-  occur;  (3)  the  prospect  that  margins  on  livestock  products  will 
increase  when  supply  is-,  increased  next  fall,  reducing  the  upward  pressure  on  live 
animal  prices  in  relation  to  meat  prices;  (4)  the  possibility  that  if  aalitary 
and  lend-lease 'requirements  increase,  the  volume  of  foods  flowing  through  whole- 
sale pnd  retail  channels  may  decline  somewhat,  thus  raising  per  unit  costs  and 
margins;  and  (5)  a  possible  reversal  in  the  apparent  upward  trend  m  physical 
output  per  man  hour  in  marketing,  because  of  the  loss  of  relatively  skilled 
personnel  to  war  industries. 

A  number  of  these  adjustments  should  have  taken  place  by  the  early' part 
of  1943,  'and  unless  an  inflationary  spiral  of  costs  and  prices  gets  under  way, 
it  is  probable  that  in  late  1943  margins  will  rise  less  rapidly  than  curing 
the  next  6  months. 


-  16  - 


Farmers  receive  most  of  increase  in  consumer! s  expenditures  for  food: 


Charges  for  marketing  farm  food  products  have  not  increased  appreciably  ; 
during  the  entire  war  period  and.  in  comparison  with  the  pre-war  1935-39  average J 
while  food  costs  "to  consumers  and  payments  to  farmers  for  food  products  have 
risen  sharply.     In  September  1942,   the  retail  cost  to'  consumers  of  a  "basket  of 
foods  produced  on  American' farms  in  quantities  representing  annual  family  pur- 
chases amounted  to  $405.  '  This,  cost  to  consumers,  was  $73    greater  than  an  average 
cost  of  the  same  foods  in  the  pre-war  period  from  19.35-39.     The  marketing  margin 
at  $189  in  September  was  $2  below  the  pre-war  level.     Payments  to  farmer's  for 
equivalent,  farm  food  products  were  $215  in  September  1942,   $75  higher  than 
comparable  payments  averaged  over,  1,935-39.     Charges'  for  marketing  farm,  food 
products  had  been  declining  since  1937  and  continued,' the  decline  after  the 
European  war.  began  Into  1941.    Not  'until  recent  months'  has  any  appreciable  upward 
trend  been  evident'.     '  . 


The  .farmer's,  share  of  the  consumer' s  food  dollar  rose-  to  51  cents  by 
September  1941,  and  has  fluctuated  between  50  and  52  cents  from  that  date  until 
July.  1942.  In '.  September  1942'  the,. farmer '  s  share'  was.  53  cents  dropping  from  54 
cents  in  August,  while  .his  pre-war  share  was  42  cents.  .  These  appear  to  be  the 
highest  shares  going  to  the  farmers  since  1920.  During  World  War  I,'  the  farme^M 
share  rose  to  6.0  cents  in  1917  and  was  running  at  52  cents  and  above  throughout 
the  8  years  from,  1913  to  1920.  Consumer's  food  costs  at  $405  in  September  1942 
were  $10  or  2  percent  lower  than  in  the  yaar  1929,  Payments  to  farmers  were  10 
percent  higher'  than  the  $195  for  1929.,  while  the  marketing  margin  was  14  percen| 
lower.  Retail  costs  of  foods  would  have  to  rise  by  $109  or  27  percent  above  the 
September  1942  level  in  order  to  equal  the  cost  for  the  year  1920,  while  paymenl 
to  farmers  would  have  to  rise  $56  (26  percent),  and  the  marketing  margin  by  $53 
(28  percent)  to  reach  1920  levels. 

Poods  taking,  smaller  portion  of  rising  family  incomes 

Working  men's  families  con  buy  a  basket  of  specified  food  products  for  the 
smallest  share  of  family  income  on  record  since  1913.    Average  family  income-  has 
been  rising,  more  rapidly  than  food  price's  during  the  last  three  'years'  and  through 
the  first  9  months  of  1942,  due  to  higher  wage  rates,  'more  hours  work  per  week 
with  over-time  payments,  and  more  persons  employed.     Estimates  of  the  annual  rate 
of  average  family  'income  for  families  averaging  4.9  persons  reached  a  level  of 
$2380  for  September  1942.     This  represented  a  rise  of  57  percent  over  the  pre-war  | 
average,. for  1935-39,  while  the-  cost  of  a  typical  food  basket  was  up  26  percent  and 
the  cost  of  a  basket  of  foods,  produced  on  American  farms  was  up  21  percent.  The 
cost  of  a  .basket  of  all  foods  averaged  over "the  5  years  preceding  1940  accounted 
for  27  percent  of  family  income ,.  'but  required  only  22  percent  in  September  1942,- 
.Those  foods  in  the  family  food  basket  which  are  loroduced  on  American  farms 
accounted -for  22  percent  of  the  .family  income  in  the  pre-war  average  period,' 
dropping,, to  l7.perce.nt .  for  September  1942. 

Results  of  a  special  survey  released 'by  the  TJ.  S.  Bureau 'of  labor- 
Statistics  about  August  1,  1942  showed  that  for  the  first  three  months  of ■ 1942, 
the  average, annual  rate  of  income  was  $2,217  for.  families  of  2  or  more  persons 
living  in  cities,  an  increase  of  .6$  percent  over  the  1941  average.     A  similar 
comparison  for- single  persons  shows  an  income  increase  amounting  to  more  than  12 
percent.     According  to  this  survey,  estimate's  for  city  families-  and  single  • 
persons  combined  showed  28  percent  of  expenditures,  or  25  percent  of  income, 
being  spent  for  food  in  1941.     The  rate  of  savings  increased  sharply  from  1941  , 


te 
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into,  early  jL942  --  from  7,2  percent  to  11.3  percent  of  family  'income.    For  the 
first  3  months  Of  1942,   food  took  27f  percent  of  total  expenditures,  at) out;  23 
percent  of  income.     In  1941  clothing  took  10.5  percent  of  total  •  expenditure , 
dropping  to  10.1  percent  for"  the  first  quarter  of  1942. 

While  the  results  of  the  survey  made  by  the  Bureau  of  Labor  Statistics 
show  the  percentage  of  income  actually  spent  for  foods  in  1941  and  1942,  the 
series  of  costs  of  all  foods  and  cost  of  58  foods  prepared  in  the  Bureau  of 
Agricultural  Economics '"for  comparison  with  estimated  family  income  merely  reflect 
changes  in 'cost  of  a  fixed  basket  of  foods  due  to  changing  prices  and  do  not  allow 
for "any  variation  in  quantities  of  foods  purchased.     There  is  evidence  that  per 
capita,  quantities  of  foods  consumed  are  somewhat  higher  than  they  were  during  the 
year  1918  to  which  the  "food  basket"  quantities. apply. 

Charges  for  marketing  food1 products  will  probably  rise 

Marketing  charges  on  domestic  farm  food  products  have  remained  at  ab- 
normally low  levels  throughout  most  of  the  war  period  and  particularly  during  the 
last  12  months  of  rapid  increases  in  food  prices.  -A  part  of  this  is  due  to  a 
continuation  of  the  downward  trend  beginning  in  1937,  with  marketing  charges  for  a 
family  food  basket  dropping  from  $193  in  that  year  to  $178  in  1941.    During  1941 
the  marketing  margin  fluctuated  around  average,'  and  no  definite  trend  was 
apparent.    A  slight  upward  trend  in  margins  has  occurred  during  the  first  6 
months  of  1942,  followed  by  a  decline  during  July  and  August,  and  a  rise  into 
September.     The  decline  in  margins  over  a  period  of  several,  years  has  taken  place 
in  spite  of  sharp  'increases  in  hourly  earnings  of  labor,   sharply  accelerated 
during  the  last  year  and  a  half.     The  lowering  of  marketing  charges  associated 
with  a  rise  in  hourly  payments  to  labor  implies  that  an  offsetting  increase  in 
labor  efficiency  has  occurred,  but  there  are. indications  that  labor  efficiency 
as  measured  by  per-hour  output  is  no  longer  increasing  so  rapidly  and  in  some 
instances  is  declining.     This  means  higher  labor  cost  per  unit  of  product  and 
higher  costs  vin  marketing  the  family  food  basket. 

Compared  with  the  pre-war  1935-39  average,  retail  food  costs  in  September 
1942  are  up  22  percent,  payments  to  farmers  a_re  up  53  percent,  and  the  margin  is 
down  1  percent  for  September  1942.     If  the  marketing  margin  had  risen  in  mormal 
relation  to  the  increase  in  level  of  retail  food  prices,  it  would  have  amounted 
to  about  $205  in  September  1942,  more  than  8  percent  higher  than  the  margin  of 
$189  actually  obs  erved. 

It  is  believed  that  a  significant  factor  contributing  to  the  decline  in 
marketing,  charges  on"  foods  occurring  from  1937  through.  1941  was  the  development 
of  the  supermarket.     The  supermarket  with  its  high  rate  of  turn-over,  self- 
sorvice,  and'  large  average  sale  has  reduced  labor  requirements  and  inventory 
costs'  in  food  retailing.     Supermarkets  handle  a  substantial  share  of  retail  food 
sales  and  their  competitive  influence  is  felt  thoughout  the  field  of  food  retail- 
ing.    It  is  believed  that  increasing  difficulty  in  local  transportation  and  the" 
decline  in  use  of  automobiles  will  probably  lessen  the  importance  of  supermarkets 
particularly  in.  rural  areas,  with  a  consequent  rise  in  per-unit  marketing  charges. 

Marketing  charge s  for,  cotton  products  are  normal  for  current  pr ice  levels . 


During  the  first  8  months  of  1942,  payments  to  cotton  farmers  averaged 
12-g-  cents  out  of  the  dollar  spent  ■  by  consumers  for  a  representative  list  of 
cotton  clothing 'and.  household  furnishing  items.     For  the  .16  years  of  record 
since  1927,   the  farmer's  share  has  exceeded  12  cents  only  in  1928  and _ 1929  when 
the  shares  were  13.2  cents  and  12.6  cents  respectively.:    The.  farmer's  share  of 


the  consumer's:,  dollar  spent,  for"  pot  ton  products  reached  a.  low;  of .  4.9  cents  in 
1932,  and  averaged  9j3  cents  over .  the' pre-war ,  years  1935-39.- .  Charges-  for 
marketing  services  between -cotton  farmers  and  City  consumers  have -  absorbed  from 
86  cents  to  95  cents  of.  the  retail  dollar  spfent  fdr  cotton  products  through  the 
years  since  1927,     These  figures  contrast  with  the  shares  going  to  the  marketing 
system,  and,  to  the  farmer  in  the  case  of  food  products  where  the  division  is 
roughly  50  -/  50.  :■  .  '  ' 

Cost  to  consumers*  f  or  quantities,  of -  cotton  clothing  and  household 
furnishing  items,  purchased:  annually  per  family  amounted  to  $32.25  in  August  1942, 
'  an  advance  of  about  35  percent  over  the  pre-war  1935-39  average..    Estimated  pay- J 
ments. to  farmers  for  the  quantities  and  qualities  of  cotton  required  to  process 
these  items  amounted,  to  $4.04  in  August  1942,  82  percent  above  the  1935-39 
average.     Total  charges  fdr  marketing  this  list  of  goods  from  farmer  to  consumer 
was  $28.19  in  August  1942,-  30  percent  higher  than  the  pre-war  average. 

Consumer's-  cost' of  cotton  articles  in  August  1942  represented  an  increase 
of  $8,37 -over,  the  1935-39  pre-war  level.     Higher  prices  paid  to  farmers  for  lint 
cotton  accounted  f  or  $1.82.  of  this  increase,  while  the  balance,  amounting  to  $6.55, 
was  made  up  of  higher,  charges  taken  "oy  the  marketing  system  for  its  service. 

-  Both  the  retail  cost  of  cotton  articles  to  consumers  and  the  marketing 
margin  for  the  last  -.several  months  exceeded  the  highest  previous  levels  on  record, 
which  occurred  in  1927  when  retail  cost  was  $31.82  and  the  margin  was  $28.13, 
Retail  cost  to  consumers  also  reached  a  peak  in  April,  and  have  since  declined 
about  1  percent,  due  to  effects  of  the  General  Maximum  Price  legulation. 

Total  charges  for  marketing  cotton  products  between  farmer  and  consumer 
dxiring  the  first  6  months  of  194*2,  appear  to  be  near  normal  in  relation  to  the 
current  level  of  prices  and  to  the  historical  level  of  margins  in  relation  to 
prices.     However,  an  important  component  of  the  over-all  farm-to-retail  margin, 
made  up  by  ifaill  margins  covering  spinning  and  weaving  operations,  rose  to  record 
high  levels  early  in  1941,  and  contributed  materially  to  the  disparity  between 
marketing  charges  for  cotton  products  and  those  for  food  products,  where  the 
-latter  are  at  levels  abnormally  low  in  relation  to  prices. 

Cotton  mill  margins  at  record  highs  • 

Early  in  1941  combined  demands  for  cotton  products  for  civilian,  military 
and  export  purposes  exceeded  normal  capacity  of  mills  performing  spinning  and 
weaving  functions.     The  margin  charged  by  mills  rose  sharply  from.  15.0  cents  in 
January  1941  to  19.8  cents  in. April  of  the  some  year.     This  corresponded  to  an 
-advance  in  prices  charged  for  unfinished  grey  cloth  from  25,2  cents  to  31.0  cent 
per  pound  of  lint  cotton  content,  while  the  wholesale  price  paid  for  cotton  rose 
from  10.2  cents  to  11.2  cents.;" .  The  Of  f  ice-  of. Price  Administration  imposed  a 
ceiling  on  mill  margins  .early;  in  1.941  permitting. -the  sales  prices  of  yarns  and 
cloth  to  rise  in  fixed  ration  .to  higher  prices-  paid  for  lint  cotton.     The  margi 
reached  20.5  in  October  1941.     The  ceiling. on  margins  was  removed  in  late  April 
1942,  and -maximum- prices  on  yarn  and.  cloth  constructions,  were  .imposed  in.  the 
belief  that  the  mill  margins  could  narrow  and  return  higher  prices  for  lint 
cotton  to  the  farmer -and  ;.to  sellers  in  wholesale. .markets.    .Mill  margins  widened 
immediately,  rising  from  20,3  in  April  to  21.8  in  June  and  22.0  in  September. 

When  the  Office  of  Price  Administration  shifted,  from  control „of  margins  to 
control  of  wholesale  prices  of  products,,  the  farm  .price  .  of  cotton  was  'about  2 
cents  below  the  maximum  price  exemption  level  specified  in  Section  3-a  of  the 
'Emergency  Price  Control  Act  of  1942,  .  \%  was  felt,  that .agencies  in  the  marketing  , 
system,  particularly  spinning  and  weaving  mills,  were  taking  margins  so  far  in 
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excess  of  normal  that  they  could  afford  to  pay  farmers  the  full  exemption  level 
for  their  cotton.     However,  "by  June  and  July  farm  prices  were  atout  3  cents 
"below  exemption  levels. 

An  analysis  of  the  cotton  mill  margins  made  in  terms  of  selected  cost 
factors  indicates  that  margins  were  far. in  excess  of  normal  levels  justified  on 
.the  "basis  of  costs  during  most  of  194-1,.  at  the  time  the  Office  of  Price  Adminis- 
tration imposed  ceilings  upon  margins  at  inflated  levels.     However,  "by  April  1942 
cost  factors  had  risen  to  such  an  extent  that  the'  prevailing  mill  margin  appeared 
justified.    Mill  margins  were  analyzed  in  relation  to  (l)'  per  unit  labor  costs, 
(.2)  the  .level  of  wholesale  cost  of  lint  cotton,'  and  (3)  the  rate  of  capacity 
utilization  as  .measured  "by  the  .'level  of  spindle*  activity. 

Outlook  -for  cotton  nmrkoting  margins 

The  status  of  marketing  charges  on  cotton  products:  presents  a  sharp 
contrast  to  the  status  of  marketing  margins  for  foods'*    Apparently  wholesaling 
and  'retailing  nf  cotton  products  has  not  benefited  f.rom  the  changes  in  the 
institutional  structure  of-  the  marketing' System  such  as  has  occurred  in  the 
distribution  of  food  products.     This  indicates  a  possibility  that  the-  distributive 
margins  on  cotton  products  could  be  narrowed  under  improved  methods,  particularly 
in  retailing.     There  seems  to  he  little  hape  for  the  narrowing  of  the  mill  margin 
in  View  of  the  current  and  propective  high  rate  of  operation,  high  price  levels, 
■and  increased  lab  or  cost.     The  total  farm-to-retail  marketing  margin  is  now  equal 
t"  or  above  levels  which  appear  normal  in  relation  to  price,  and  there  seems  to  be 
little  reason  for. 'further  widening  of  these  margins,  particularly  if  retail  prices 
and 'rates'"  are  stabilized  near  current  levels. 


Charges  for  marketing  and  processing  cottonseed  are  neaJ 


average 


The  spread  between  the  price  paid  farmers  per  ton'. of  cottonseed  and  the 
sales  value  of  products  of  cottonseed  crushing  mills  averaged  $17.39  for  the  1941 
42  season  beginning  in  August.     In  August  1941,  when  crushings  by  mills  were 
relatively  light,  the.  margin  was  $24.11  per  ton,  dropping  to  $14.71  by  November 
and  averaging  about  $18  during  the  first  six  months  of  1942.     3y  July  when 
crushing  had  again  dropped  to  a  low- level;  the  estimated  margin  rose  to  $19.68. 
The  farm  to  mill-sales-' price .  spread  covers  charges  for  local  assembly  of  seed, 
for  transportation  to  mills,  and  for  crushing. 

Of  the  $24.83  by  which  the  mills  sales  value  of  products  for  1941-42 
exceeds  the  1935-39  pre-war  average,  $22.36  was  passed  back  to  farmers'  in"  the 
form  of  a  higher  price  for  cottonseed,  while  marketing  charges  represented  in 
the  price  spread  increased  $2.47, 
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Table  2.-    Average  value  of  cottonseed  produces  per  ton  of  seed  crushed,  per- 
centage of  value  attributed  to  each  of  the  four  products,  farm  value 
of.  cottonseed,,  and  margin  between  farm  price  and  product  values  for 
■    selected  years  and' -months 


:  Value  of": 

:    -barm    :  Percentage  of  product 

Year 

'.  : products  : 

Farm  : 

:price  as:  value  attributed  to  - 

■  beginning  . 

iper  ton  : : 

price  '; 

Actual 

:  percent-:'         :          :  : 

■  August 

:    pf;  : 

per    ■  j 

: margin 

:age  of    :  Crude  :Cake    :.  :Lint- 

:  seed  f  .  : 

ton  : 

: product  :  oil    :and     :  Hulls: ers 

:.    1/  : 

?/  : 

:  value    :          :meal    :      ,  : 

rDollars.     Dollars  Dollars  Percent  Percent  PercentPercentPercent 


!93 5K39  average 


I40..-21    .   25.29     14. 92       62.9       55.  4       29.2     .4.6  10.8 


1940  ......... ..,..:.  3j.'so  21.72  .16.08  57.5  46.6 

1941   ......:  65.04  U7.65  17.39  73.3  52.2 

I9U1  -    Aug.  ...  .:  5S. 96  2*+. 85  2U.ll  53.1  57. 4 

Oct.   .:•  64.08  47.60  Ic.Ug  7U.3  58.9 

Dec.  64.96  US. 37  16.59.  74. 5  57.3 

*  ■ 

1942-  Apr.   •  65.64  48.09  .17.55  73-3  '  59.7 

■  :    May   :  65.28-  -  47.49  17-79  72.7  60.4 

June  :  65. 48  4e>.26  19.22  7O.6  60.4 

July  :  66.08  46".  40  19.68'  70.2  59.9 

Aug.    3/..:  65.63  .  43.94  21.69  67.O  6O.3 

Sept.  3/..:  65.56  44.75  20.81  08.3  60.3 


31.6 
25.9 

26.0 

25.3 
26.7 

24.2 

23.7 
23.6 
24.1 
24.2 
24.5 


5-3 
3.0 

3  A 
2.8 

3.0 

3.2 

2.9 
3,0 
3.2 
3.2 
2.8 


16,5 
12.9 

13.2 
13.0 
13.0 

12.9 
13.0 
13.0 
12. s 

12.3 

12.3 


±J  Mill  product  prices,  on  the  basis  of .  values  reported  for  each  season  by  the 
U.  S.  .Bureau  of  the  Census,  .interpolated/ by  monthly  wholesale  market  prices 
(  of  the  products.  \    7    ^nd  extrapolated 

2/  The  monthly  farm  price  is  a  weighted  average  of  monthly  prices  received  by 
■  farmers  including  several  earlier  months  of  farm  sale  to  represent  actual 
payment  to  farmers  for  seed  crushed  each  month. 
3/  Preliminary  data. 
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Labor  costs  in  marketing  may  increase 

.  The  War  Labor  Board  recently  announced  its  policy  to  approve  increases  in 
basic  hourly  wage  rates,, to  match  increases  in  the  cost  of  living  over  the  level 
of  January  l^kl.      Wage,  changes  henceforth  will  depend  upon  policies  of  the 
newly  created  Office  of  Economic  Stabilization  administered  through  the  War  Labor 
Board,     By  mid-August  19^2  the  cost  of  living  .of  city  families  had  risen  about 
17  percent-  over  the  levels  for  January  19^1.    Over  the  same  period,  the  hourly 
earnings  of  all  nonagricultural  wage  workers  rose  about  19  percent.    This  average 
for-  all  nonagricultural  workers  is  heavily  weighted  by  workers  in  manufacturing 
industries  whose  earnings  have  risen  most  sharply.    In  many  nonagricultural 
occupations,  hourly  earnings  have  not  risen  so  much  as  15  percent.  Furthermore, 
the  policy  of  the  War  Labor  Board  applies  to  basic  hourly  wage  rates  which  have 
not  increased  to  the  same  extent  as  have  hourly  earnings,  due  to  inflation  of 
the  latter  by  higher  rates  of  payment  for  overtime. 

Fragmentary  data  indicate  that  from  January  19^1  to  July  19^2,  the  rise  in 
hourly  earnings  exceeded  the  rise  in  basic  wage  rates  by  at  least  2  percent  in 
cotton  processing,  by  something  more  than  1  percent  for  food  processing,  and  by 
less  than  1  percent  in  all  food  marketing.    The  hourly  earning  in  cotton  pro- 
cessing rose  about  27  percent  from  January  1^4-1  to  July  19^2,  and  it  appears  that 
the  rise  in  basic  rates  far  exceeds  the  rise  in  cost  of  living. 

Despite  the  large  increase  in  wages  granted  to  railway  employees  in 
December  of  last  year,  the  rise  in  hourly  earnings  of  employees  of  Class  I  Steam 
Railways  from  January  19^1  to  July  19^2  amounted  to  only  10  percent  and  basic 
wage  rates  have  increased  even  less.    In  both  wholesaling  ana  retailing,  hourly 
earnings  have  not  kept  pace  with  the  advance  in  cost  of  living.    For  food 
marketing  as  a  whole,  the  rise  of  hourly  earnings  over  January  19U-1  was  about 
12  percent..  This  suggests  that  for  hourly  earnings  in  food  marketing,  a  further 
increase,  of  from  3  percent  to  5  percent  is  possible  under  administration  of  the 
stated  policy  of  the  War  Labor  Board.    Hourly  earnings  for  marketing  cotton  pro- 
ducts may  show  some  further  increase  due  to  higher  wage  payments  in  transporta- 
•tion,  wholesaling  and  retailing  enterprises. 

Rstarde  labor  efficiency  contributes  to  higher  unit  labor  costs 

Until  19i+l  increases  in  labor  efficiency  as  measured  by  physical  output 
per  -man  hour  had  generally  exceeded  the  increases  in  wage  payments  per  man  hour, 
with  a  resulting  decline  in  per-unit  labor  cost.      The  increased  demands  upon 
the  national  labor  force  beginning  early  in  19^1,  together  with  the  necessity 
for  replacing  skilled  workers  moving  to  better  paid  jobs  with  untrained' workers, 
led  to  a  lowered  rate  of  improvement  in  labor  efficiency  and  even  to  a  decline 
in  many  cases.  This  development,  in  conjunction  with  rapidly  rising  hourly  earn- 
ings of  labor,  has  brought  about  substantial  increases  in  labor  cost  per  unit  of 
output  for  many  enterprises.      To  the  extent  that  the 'shift  of  labor  from 
civilian  into  war  industry  continues,  a  further  lowering  of  labor  efficiency 
may  be  expected  for  the  rest  of  19^2. 

Higher  marketing  costs  due  to  lend-lease  and  military  purchases 

Total  volumes  of  food  and  fibre  products  of  American  farms  moving  through 
marketing  channels  are  at  record  high  levels.    A  large  part  of  these  volumes  are 
diverted  from  the  normal  marketing'  flow  by  Government  purchase  for  military  re- 
quirements and  for  lend-lease  shipments.       Government  purchase  usually  occurs 
at  the  processing  plant  or  in  the  raw  material  market,    None  of  the  volume 
purchased  by  the  Government  passes  through  retail  markets,  and   little  of  it 
passes  through  the  hands  of  wholesalers.    It  appears  that  the  volume  of  farm 
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products  moving  into  civilian /consumption  will  soon  begin  to  decline^  but  that  the 
volume  taken  by  Government  purchase  will  Continue'  to'  increase.  •  In  the  early 
stages  of  marketing  ' — •  in  local-  assembly, '   storage,  transportation  and  process-  j 
ing  —  the  total  volume  of  farm  products  must-  be  handled  including  goods  for 
civilian,  military  and  lend-lease  uses.    This  would  utilize  fully  the  canacity  in 
enterprises  performing  these  functions,  and  permit  efficient  operation  and  re- 
latively low  costs.'    On  the  other  hand,  the  reduced  volumes  of  goods  for  civilian 
consumption  passing  through  retail  markets  and  certain  aegments  of  wholesale 
markets  .will  accentuate  the  state  of  excess  capacity  which  already  exists  in  these 
enterprises,'  particularly  in  food  retailing'.    This  last  development  would  lead  to 
higher  cost  irf  retailing  and  wholesaling  of  farm  products. 

FARM-RETAIL  PRICE  SPREADS:  MONTHLY  SUMMARY,  SEPTEMBER  1942 

The. farmer's  share  of  the  consumer's  food  dollar-. dropped  from  5^  cents  in 
August  to  53  cents  in  September.    Shares  for  both  months  w ere  record  highs  since 
1920,    The' farmer's  share  has  been  50  cents  or  more  for  each  month  since 
September  1941. :   

Charges  for  marketing  a  family  basket  of  foods  from  American  farms  to  city 
consumers  rose  nearly  2  percent  ffom  August  to  September,  but  remained  below  the 
1935-39  level.    This  resulted  entirely  from  a  1  percent  -rise  in,  retail,  food  costs 
while  payments'  to  farmers  for  equivalent  produce  did  not  change  over  the  month. 

Temporary  maximum  price  ceilings-  have  been  Placed  upon  most  important  food 
products- not  heretofore  subject  to  control  excepting  fresh  fruits  and  vegetables. 
The  Office  of  Price  Administration   has-  defined  temporary  ceilings  in  terms  of 
dealers',  prices  during  the  5  '  days,  Sept  ember  2g. through  October  2,  and  will 
replace  these  with  permanent  maximum  prices  by  November  5« 

The  Bureau  of  Labor  Statistics  reports  mid-September  food  prices  0.4  per- 
cent above  mid- August,    Prices  of  foods  not  limited  by  the  Office  of  Price 
Administration  rose  less  on -the- average  from  August  to -September  than  did  prices 
of  controlled  items  due  chiefly  to  seasonal  declines  for  fresh  fruits  and 
vegetables.    .The  advances  in  retail  food  prices  from  May  to  September  were  more 
general .and  much  more  pronounced  for  items  not  subject  to  price  controlled  items; 
although  September  prices  of  several  seasonal  fruits  and  vegetables  were  below 
May  levels. 

Margins  of  cotton  mills  covering  charges  for  spinning  and  weaving  operations 

are  at  record  high  levels,  exceeding  22  cents,  per  pound  of  lint  cotton  during 
August  and  September.  ■•-•,•' 

Prices  in  wholesale  markets  during:  the  last  2  weeks  of  September  advanced 
slightly  for  unprocessed  farm  products  and  foods,  declined  for  hide  and  leather 
products,  and  remained  unchanged  for  textile  products. 


Table  3    •-  Annual  family  purchases  of  56  foods  %/ 
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£/  Important  food  products  produced  by  American  farmers1  combined  in  quan- 
tities' representing  annual  purchase  by  a  typical  workingmah '  s  family. 

Retail  price  averages  for  51  cities  from  U.  S.  Bureau  of  Labor  Statistics 

Table  h  .  -  Nonfarm  family  income  and  cost  of  family  food  purchases 
for  selected  periods  1/ 


Year  : 
and  : 
month  : 

Family  : 
income  : 
2/  : 

Retail 
cost  of  all  : 
foods 

Retail 
cost  of  58 
foods 

:    ,Food  cost 

 of 

:  All  foods 

as  percentage 
income 
■:     58  foods 

Dollars 

Dollars 

•Dollars 

Percent 

Percent 

1920  >: 

1/657  ■; 

•688     ■  • 

•  514 

.    37  :  ' 

28  <'U& 

1929  : 

1,979. 

540 

415 

27- 

21 

1933 

1*105  ' 

•  343 

264 

■  31 

24 

1935-39  : 

average: 

.  ly506 

•408  > 

•  332 

.    27  •  . 

:  22 

1941  : 

1,956 

•  "    430.  • 

342 

■ 22  V 

17 

1942- June: 

2*313 

. :   . 5  02   -  • 

.    '  398.  : 

22: 

17. 

July: 

2,342' 

■   -508  ' 

401  ■  . 

'::    .    22    ,  . 

17 

Aug . : 

2,366  :- 

514 ' 

•     -402  :■■ 

•   .22  . 

17     ;  ■  : 

December  1941,  p. 5"  (Note  at  foot  of : 'table,) 
.  2/  Hew  series . 


■2k~  ... 


Table    5  i-    Price  spreads  "between  the  farmer  and  -the  consumer 
-  food  products,  September  1942 


P-^tai  T 

- — . — .' 

■Parm  equivalent 

:  Farm 

Tab!  e^'« 

Actual 

i value  as 

Ho  tail  ' 

ll-Mrvtt 

X  X  l.L-L  . 

Quantity 

::  Value :  margin  j  percentage 

commodity  t 

1/  : 

:  of  retail 

• 

Cents 

:  Cents 

Cents 

ppfr*  r-nt 

Pork  products  : 

11  ! 

1  lb.  prin 

29.9 

1.90  lb.  live 

.  25.8 

4.1 

86 

jj\j±rim    pi  Ut1.  UL  u  o 

hog 

Dnii*v  TiTndnrt<?  ■• 

12  < 

XWV     X  U  0      ill  X  X  A. 

41  7 

100  lb.,  milk  2/214.2  199.4 

52 

C  C]_U.X  VcAX  ^jil  u 

equivalent 

Hens                  •  : 

13  • 

1    "I  h 

X     X  Dm  ■ 

4?'.  ^ 

1.11  lb. 

22.5 

20.0 

53 

■"SB0  • 

14 

1  doz. 

:  34.7 

20.5 

63 

White  flour  : 

15  : 

1  lb.  • 

5.4 

1.41  lb.  wheat 

2.4 

3.0 

44 

White  bread  ; 

16  : 

1  lb:. 

8.  6 

.97  lb.  wheat 

'  1.7 

6.9 

20 

17 

X  (  t 

1  lb 

5  0 

1.5  lb.  corn 

2.2 

2. 8 

44 

Rolled  oats  : 

18'  : 

1  lb. 

8.7 

1.78  lb.  oats 

2.4 

6.3 

28  ' 

Corn  flakes       .  : 

19  : 

8-o z.  pkg. 

7.0 

1.275  lb.  corn 

1.9 

5.1 

27 

Whea,t  cereal  : 

20  : 

28-oz. ■  pkg. 

23.9 

2.065  lb.  whea 

t  3.5 

20.4 

15 

Rice  : 

21  : 

1  lb.  : 

12.5 

1.51  lb.  rough 

5.2 

7  3 

42 

rice  ; 

Navy  beans  : 

22  ; 

1  lb. 

9.1 

1  lb.  dry  beans  4.8 

4.3 

53 

\J  X  cUljX,  CO                      :  ...  . 

OA  . 

x    U-  U  /i  , 

^9  1 

1/17  box  : 

12.9 

26.2 

33 

Potatoes  : 

25  : 

1  lb. 

3.2 

1  lb. 

1.8 

1  4 

x  .  "± 

56 

Apples.-.    ■    ,     >■  : 

35 

1  lb.. 

6.2 

1  lb. 

2.5 

3.7 

40 

Lamb  product's  i 

37 

: 1  lb .  prin.  • 

35.4 

2; 16  lb,  live 

25.7 

9.7 

73 

:lamb  cuts 

lamb 

Sweet  potatoes 

;'  38':-; 

1  lb. 

6.4 

1  lb. 

2.2 

4.2 

34 

Rye  breaa 

TO  ' 

:  o» 

ll   ID,  ■ 

o  0 

.  39         rye  & 

1.5 

7.7 

16 

.,64  lb.  wheat 

Whole  wh.  bread 

t  AO, 

!  J-   -L  D  . 

Q-  Q 

. 92  lb.,  wheat 

1.6 

8.3 

16 

ivla.Ucii  UI1X 

•  Al 

>  ^nX 

».  J-     X  U  . 

14  1 

1.72  lb.  duram  2.7 

11.4 

19 

wheat 

Soda  crackers 

:  42 

:1  lb. 

16.6 

1.085  lb.  wheat  1.9 

14.7 

11 

Peanut  butter 

:  44 

:1  lb. 

27.8 

1.73  lb.  peanuts  9.8 

18.0 

35 

58  foods 

•  Annual  family 

Annual  family 

$216. 

$189. 

53 

combined 

:  8 

:  consumption ■ 

$405. 

consumption 

1/  Tabic  numbers  refer. to  numbering  in  original  1936  report  and 
entitled  .I'Pr ice  Spreads  Between  the  . Parmer  and  the  Consumer". 
2/  Preliminary..  '  •  ......... 

Retail  prices  from  the  United;  States  Bureau  of  .  Labor  Statistics, 
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Table  8  .-  Farm  products:     indexes  of ''prices;,  at  several  levels  of  marketing, 

BR '"' ' 1  -1935-39  =  io6 ; :      •  ■■H"- ;  •     ■    i ;  &  u  ; 


Year- 
and 
month 


1913 

:  ■  71 

1914 

:  72 

1916 

:  78 

1918 

:  108 

1920 

:  .143 

1929 

:  122 

1932 

:..  98 

1935 

: .  98 

1936 

:  99 

1937 

:  103 

1938 

:  101 

1939 

:  99 

1940 

:  100 

1941 

:  105 

1939  - 

Aug. 
Sept. 
-940  - 
Jan. 
Mar. 
July 
-941  - 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 
1942  - 
Jan. 
Feb. 
Mar. 
Apr. 
May 
June 
July 
Aug. 
Sept. 


Cost 

"of 
living 
of  ; 

city 

'fa- 
milies 

i/ 


Foods 


Fibers 


'Retail 
prices 
of- 
all 
foods 


Whole- 
sale; 
prices 


101 


100 


106 
108 
109 
110 
110 

112 
113 
114 
115 
116 
116 
117 
117 


1/  : 

2/ 

:  3/ 

oO 

'  At 
ol 

95 

82 

82 

97 

91 

96 

110 

134 

T  CT 

151 

T  <7  1 

1/4 

169 

174 

193 

132 

126 

138 

AA 

ryrj 
1  I 

"  Ao 

Oct 

t  nn 
1UU 

t  nA 
1UO 

98 

101 

104 

108 

105 

108 

113 

QA 
yo 

7  3 

QO 
7<c 
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7  J 

AO 

AQ 
07 

Q7 
7  1 

on 

qj 

74 

1  O^ 

1 1  A 

94 

.85 

.,  85 

QA 

70 

■  OK 
7  J 

Q£ 

qk 

7  - 

Ql 

QA 
74 

qA 
/  P 

AQ 

QT 
7-L 

Q7 
7  1 

AQ 

Q1 

7l 

JLUo 

Tin 
11U 

TOO 

1  1  "1 
111 

T  OC? 

-L_L<£ 

T  T  O 

T  OC> 

113 

113 

130 

113 

114 

134 

116 

119 

138' 

117 

120 

138 

119 

122 

139 

120 

125 

143 

122 

125 

143 

123 

126 

14> 

125 

125 

148 

126  :•  :; 

Z27  - 

■  xsy- 

. 127  •  5/ 

■129 

■  155 

:  : Whole-  : 

Farm  :Retail:  sale  :Farm 
prices": prices; prices  : prices 
of  58i  '  of  ':  "'of      :  of 
foods: cloth-: textile: cotton 
:  ing    :    pro-  :  and 
1/    :    ducts:  wool 
2/-.:  y 


'69 
70 
78 
128 
201 
115 
91 
97 
98 
103 
102 
100 
102 
106 


100 


102 


107 
111 
113 
114 
115 

116 
119 
124 
126 
126 
125 
125 
125 


81 
77 
99 
193 
232 
127 
77 
100 
101 
107 
94 
98 
104 
119 

96 
101 

110 

104 

102 

124' 
126 
128 
128 
129 

132 ' 
134 
136 
138 
138 
137; 
137 
*137: 
5/:  137; 


■ /hole- :  : 

sale  : Farm  : 
prices : prices: 

.    of    :     of  : 

all    :  all  : 

farm    :prp-  : 

pro-  'r ducts  ; 

ducts: 

2/  -  -M  : 


Statistics . 


Prices 
paid 

by 

farmers 


111 

94 

•  '95 

i  81 

97 

94  • 

.,    95  .  '• 

;  80 

131 

111  ■ 

ill 

:  _LUO 

281 

195" 

190 

'  141 

282 

198 

199 

;  162 

167 

138. 

137 

i  123 

5? 

'"  '  Aq 

'  At 
•  1  ■  Ol 

;  oA 
00 

'109 

104 

102 

!  100 

114 

106- 

.  107 

!  100 

111 

114 

114 

'  105 

81 

90 

89  • 

98 

85 

gi6 

'88  :  • 

;  97 

0^ 

-  71 

07 

"  1  QO  : ' 
7<- 

QQ 
77 

131 

108- 

■  115  • 

105 

85 

ad '  i 

83 

96 

91 

:  92 

98 

101 

9i*.' 

'  "93  " 

98 

99 

8'9 

.  91 

99 

96 

88  \ 

■■  •*  • 

;  89 

98 

149 

•  115; 

■■.  123 

107 

168 

120. 

131 

109 

160 

118' 

131 

i  112 

154 

119 

127 

•  113 

157 

125  : 

■  135 

115 

164 

;  133' 

140  " 

117 

171 

133  : 

137 

118 

174. 

135 

137 

121 

183 

138  • 

■  -141  • 

121 

184 

137 

143 

122 

176 

•  137 

143  , 

122 

178 

139 

142  ' 

•  122 

"174- 

"  140'  ■ 

'  -152  ■  ■ 

122 

179  i 

5/  141 

151 

122 

1/  From  ."Changes  in  Cost  of  Living11'  Bureau  of  =  Labor 
2/  Calculated  from  figures  of  the  Bureau  of  Labor ' Statistics . 
3/  Based  on  figures"  published  by  the  United  States  Department  of  Agrlcultur 
4/  Cotton  and  wool  prices  weighted  by  production  in- the  period  .11935-39 • 
5/  Preliminary  estimate.  ••.  : 
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CHARGES  FOR  MARKETING  FARM  FOOD  PRODUCTS,  RETAIL  FOOD 
PRICES,  AND  HOURLY  EARNINGS  OF  NON AGRICULTURAL 
WORKERS,  UNITED  STATES,  1913-42 

INDEX  NUMBERS  (  1935-39=100  ) 
PERCENT  I  I  I  1  I  I  I 


25       I  I  I  I  I  I  I  I  I  I  I  I   II  I  I  I  I  I  I  I  I   UIlLlLU 

1913         1917  1921  1925         1929          1933         1937  1941 

*  BASED  ON  DATA  FROM  BUREAU  OF  LABOR  STATISTICS.    ESTIMATED  AFTER 
19S5  FROM  HOURLY  EARNINGS  IN  SELECTED  INDUSTRIES 

U.S.  DEPARTMENT  OF  AGRICULTURE  NEG.  31094       BUREAU  OF  AGRICULTURAL  ECONOMICS 

Fans-retail  marketing  margins  represent  charges  for  marketing  food  products  from  farmers  to 
consumers,   "arketing  charges  are  associated  with  the  levels  of  retail  prices  of  foods  and  with 
hourly  earnings  of  workers  in  marketing  enterprises.    During  recent  years  it  appears  that  more 
efficient  use  of  labor  has  offset  higher  costs  per  hour.    Current  marketing  charges  are  below 
normal  in  relation  to  retail  food  prices  and  hourly  earnings. 


Charges  for  marketing  farm  food  products,  retail  food  prices,  and  hourly  earnings  of 
nonagricultural  workers,  Halted  States,  1913-42 
Index  numbers  (1935-39  =  100) 


Tear  : 

Marketing'.  Hourly  '  Retail  ' 
charges ^earnings!  prices  ! 

Tear  and  month 

' Market ingj  Hourly  1 
.  charges  .earnings. 

Bet ail 
prices 

1913  : 

62 

76  i 

l94i 

9f 

1914  i 

64 

46 

78 

Jan. 

:  92 

no 

1915  i 

65 

46 

78  1 

Feb. 

110 

96 

1916  1 

68 

*9 

86 

Mar. 

!  S 

111 

97 

1917  i 

77 

57 

112  , 

Apr. 

:  92 

111 

98 

1916 

94 

73 

128  1 

May 

«  93 

115 

100 

1919 

107 

82 

lU2 

June 

!  96 

117 

io4 

1920 

127 

105 

155 

July 

1  93 

117 

105 

19a 

118 

98 

122 

Aug. 

t  92 

117 

105 

1922 

107 

93 

113 

Sept. 

:  92 

119 

106 

1923 

111 

98 

116 

.Oct. 

«  95 

120 

109 

1924 

111 

100 

115 

&>Y. 

«  95 

122 

110 

1925 

111 

102 

124 

Dec. 

»  93 

121 

110 

1926 

113 

103 

126 

1942 

1927 

113 

10k 

122 

\  96 

114 

1928 

112 

104 

123 

Jan. 

s 

1929 

116 

105 

125 

Feb. 

«  97 

126 

115 

1930 

s  116 

103 

118 

Mar. 

t  98 

lib 

1931 

106 

98 

97 

Apr. 

«  97 

127 

116 

1932 

1  96 

63 

81 

May 

J  99 

129 

118 

1933 

90 

80 

80 

June 

:  102 

130 

120 

193* 

98 

90 

89 

July 

:  101 

121  . 

1935 

101 

9,2 

100 

Aug. 

:  97 

121 

1936 

100 

1* 

1937 

101 

io4 

106 

1938 

:  100 

105 

97 

1939 

105 

Sk 

1940 

107 

95 

